Board of Selecimen
TOWN OF NEEDHAM
AGENDA FACT SHEET

MEETING DATE: 10/09/2012

| Agenda Item | Approve Sale of Bonds and Notes

Presenter(s) David Davison, Assistant Town Manger/Finance
Evelyn Poness, Town Treasurer/Collector

| 1. || BRIEF DESCRIPTION OF TOPIC TO BE DISCUSSED

We will review the results of the bond sale with the Board and discuss the S&P rating.

| 2. || VOTE REQUIRED BY BOARD OF SELECTMEN || YES | NO

Suggested Motions: (please note there are EIGHT motions to be acted upon by the Board)

Motion A

Move to approve the sale of the $12,244,000 General Obligation Municipal Purpose Loan
of 2012 Bonds of the Town dated October 15 (the “Bonds™), to Morgan Stanley & Co.,
LLC at the price of $13,095,144.30 and accrued interest is hereby approved and
confirmed. The Bonds shall be payable on July 15 of the years and in the principal
amounts and bear interest at the respective rates, as follows:

Interest Interest
Year Amount Rate Year Amount Rate
2013 $919,000 2.00% 2023 $510,000 4.00%
2014 910,000 2.00 2024 510,000 2.00
2015 905,000 3.00 2025 505,000 2.00
2016 900,000 3.00 2026 505,000 2.00
2017 740,000 3.00 2027 500,000 2.25
2018 590,000 4.00 2028 500,000 2.25
2019 590,000 4.00 2029 500,000 2.25
2020 590,000 4.00 2030 500,000 2.50
2021 590,000 4.00 2031 445,000 3.00
2022 590,000 4.00 2032 445,000 3.00

Motion B

Move to approve the sale of a $5,008,000 1.50 percent General Obligation Bond
Anticipation Note of the Town dated October 15, 2012, and payable July 2, 2012 (the

“Note™), to Mitsubishi UFJ Securities (USA), Inc. at par and accrued interest plus a
premium of $46,223.84.

Motion C
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Move to approve the marketing and sale of the Bonds, the preparation and distribution of a
Notice of Sale and Preliminary Official Statement dated September 25, 2012 and a final
Official Statement dated October 3, 2012 (the “Official Statement™), each in such form as

may be approved by the Town Treasurer, be and hereby are ratified, confirmed, approved
and adopted.

Motion D

Move to approve the marketing and sale of the Note, the preparation and distribution of a
Notice of Sale and Preliminary Official Statement dated September 26, 2012, and a final
Official Statement dated October 3, 2012, each in such form as may be approved by the
Town Treasurer, be and hereby are ratified, confirmed, approved and adopted.

Motion E

Move to approve that the Bonds shall be subject to redemption, at the option of the Town,
upon such terms and conditions as are set forth in the Official Statement.

Motion I¥

Move to approve that the Town Treasurer and the Board of Selectmen be, and hereby are,
authorized to execute and deliver continuing and Significant events disclosure
undertakings in compliance with SEC Rule 15¢2-12 in such forms as may be approved by
bond counsel to the Town, which undertakings shall be incorporated by reference in the

Bonds and Note, as applicable, for the benefit of the holders of the Bonds and Note from
time to time.

Motion G

Move to approve that we authorize and direct the Treasurer to establish post issuance
federal tax compliance procedures in such form as the Treasurer and bond counsel deem
sufficient, or if such procedures are curently in place, to review and update said

procedures, in order to monitor and maintain the tax-exempt status of the Bonds and
Notes.

Motion H

Move to approve that each member of the Board of Selectmen, the Town Clerk and the
Town Treasurer be and hereby are, authorized to take any and all such actions, and
execute and deliver such certificates, receipts or other documents as may be determined by

them, or any of them, to be necessary or convenient to carry into effect the provisions of
the foregoing votes. =

3. || BACK UP INFORMATION | YES | NO

(Describe backup below)
a. Cover Memo Dated October 5, 2012
b. Standard and Poor’s Rating

dbd 10/05/2012




Town of Needham
Finance Department
Menmorandum

To: Board of Selectmen
From: David Davisof*%sistant Town Manager/Director of Finance

CC: Kate Fitzpatrick, Town Manager; Evelyn Poness, Treasurer/Collector;
Michelle Vaillancourt, Town Accountant

Date: October 5, 2012
Re: Debt Sales

On October 1, 2013 we were informed that the Town maintained its "AAA" rating with
Standard and Poor’s. We held a telephone conference call with them on 24% of
September. The review was shorter in duration since we had a more in-depth review
last May for the June sale. We reviewed the timing of the FY2012 audit (especially
noteworthy with the change over of the financial software underway), and when the
results would be available. We discussed pending items for FY2013 some on the
October 29, 2012 Special Town Meeting warrant such as collective bargaining, capital,
and operating budget amendments. We mentioned the recent update to the five-year
Pro Forma and the concerns regarding the Federal budget, and our plans for the

upcoming FY2014 budget season. A copy of the Standard and Poor’s rational for the
rating is attached.

The Town received six competitive bids for the 20 year $12,244,000 bond a reflection of
the Town's overall credit quality. The lowest bidder, Morgan Stanley & Company LLC,
offered a coupon rate that ranges from a low of 2,000% to a high of 4.000% per year,
with a premium of $851,144.30. The overall structure of the bid resulted in a true
interest cost (TIC) of 1.986193% this rate is even lower than the Bond approved by the
Board last October (TIC of 2.351198%) and June of 2011 (a TIC of 2.811857%).

The Town also received seven bids for its $5,008,000 bond anticipation note (BAN).
The lowest bidder, Mitsubishi UF] Securities offered an interest rate of 1.50% with a
premium of $46,223.84 which results in a net interest cost (NIC) of 0,2071% and is the
basis for award. Attached are summaries of the bids received for the two sales.

The proceeds of the debt issues will fund expenses related to a number of capital
projects, including the Newman School HVAC project ($9,000,000), the Public Services
Administration Building ($100,000), the Pollard School roof project ($725,000), the
Senior Center ($5,000,000), and the Town Hall ($970,000). The initial costs for one of
the land purchases ($52,500) approved this past spring by Town Meeting and several
public works infrastructure projects ($206,500) including the Booth Street betterment
($8,000), and design costs for the Reservoir B sewer pump station ($90,000) project
are part of this financing package. The bond issue also included $400,000 for the new
fire engine that was purchased this year.



The Board will be asked to approve the sale of the bonds and the note. Upon

approval, the Board will need to execute several documents that will be brought to the
meeting.

Pleasea do not hesitate to contact me if you have any questions prior to the meeting.

@ Page 2
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STANDARD
&POOR'S

RATINGS SERVICES

RatingsDirect’

.............................................................................................................

Summary:

Needham, Massachusetts; General
Obligation; Note

Primary Credit Analyst:
Victor M Medeiros, Boston (1) 617-530-8305; victor_medeiros@standardandpoors.com

Secondary Contact:
Apple Lo, Boston (1) 214-765-5861; apple_lo@standardandpoors.com
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Related Criteria And Research
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Summary:

Needham, Massachusetts; General Obligation;
Note

Credit Profile h

US$12.244 mil GO mun purp loan of bnds ser 2012 due 07/15/2032

Long Term Rating AAA/Stable New
US$5.008 mil GO BANs ser 2012 dtd 10/15/2012 due 07/02/2013
Short Term Rating SP-1+ New
Needham GO
Long Term Rating AAA/Stable Affirmed
Rationale

Standard & Poor's Ratings Services has assigned its 'AAA' long-term rating to Needham, Mass.' series 2012 general
obligation (GO) bonds and affirmed its 'AAA’ long-term rating on the town's existing GO debt. The cutlook is stable.

-Standard & Poor's has also assigned its ‘SP-1+' short-term rating to the town's GO bond anticipation notes (BANs). The
BANSs are payable July 2, 2013.

The short-term rating on the BANs reflects a low market risk profile score based on our revised criteria. Needham has

strong legal authority pursuant to state laws to refund the BANs with long-term debt, and the town is a frequent market
participant providing ongoing disclosure. '

The long-term rating reflects our opinion of the town's:

# Affluent and stable property tax base with high income and property wealth,

s Strong financial position supperted primarily by property taxes (with no appreciable funding interdependence with
the federal government), coupled with good management policies and practices; and
e Low debt burden with rapid amortization.

Needham's full faith pledge secures the bonds. Officials plan to use bond and note proceeds to fund various capital

projects. The largest use will be to fund repairs to one of its schools. Other projects include roads, bridges and
sidewalk improvements.

Needham, with an estimated population of 29,000, is 10 miles southwest of Boston in one of the nation's wealthiest
regions. The town's location along Interstate 95 provides convenient access to employment in Boston and the
surrounding areas. The town's own local economy is stable and diverse, and its economic indicators remain very
strong. The town's median household effective buying income is 188% of the naticnal level, and unemployment has
trended below state and national rates and has shown resilience during the economic downturn over the past several

years. Based on our economic forecast, we expect the regional unemployment rate to remain flat into 2013. Through

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT OCTOBER 1, 2012 2
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Summary: Needham, Massachusetts; General Obligaticn; Note

July 2012, the unemployment rate averaged 4.6% compared with 6.1% in the state and 8.1% in the nation aver the
same pericd.

The tax base is primarily residential, so little assessed value (AV) conceniration exists. Roughly 87% of the town's tax
base is residential, while 10% is commercial and industrial. On the whole, the town's AV has remained resilient over
the past several years, totaling $7.8 billion in 2012. In our view, the town's full market value is exiremely strong at
$270,000 per capita. The community's median home value is approximately 386% of the national level, and based on
our forecasts, we believe that the median home prices throughout the New England region have stabilized, and in
some cases, we expect to see some modest growth through 2013. Consistent with this view, the town's 2012 AV was
up 3.4% over the previous year, and we believe it should remain stable through the near-term. Given its residential

nature, the tax base is very diverse, in our opinion, as the 10 leading taxpayers account for just 5% of AV.

The town continues to maintain a strong level of operating flexibility heading into fiscal 2013. Moreovet, most if not
all, revenues appear to be stabilizing, easing near-term budgetary challenges. In fiscal 2011, the town implemented
Governmental Accounting Standards Board Statement No. 54, which is intended to make fund balance reporting mere
consistent and transparent, The town is reporting an overall total fund balance of $20.9 million, or roughly 17% of
expenditures, which we consider very strong. The total fund balance is made wup of $6.3 million of assigned fund
balance (5.3% of expenditures) and $8.8 miltion of unassigned fund balance (7.2%). The town also maintains roughly

$5.2 million in committed funds, which includes the town's stabilization reserves (general and capital stabilization),
which carried a $4.7 million balance at the close of the fiscal year.

The town is projecting balanced general fund operating results, but we note that it is investing some of its reserves into
capital. Nonetheless, projections provided by the town show that reserves should remain in line with its five-year

average. The 2012 budget totals $112.2 million, which is 2% more than the previous year. The budget does
conservatively estimate state aid and local receipts.

Overall, we consider Needham's management practices to be "good" under Standard & Poor's Financial Management

Assessment methodology, indicating that financial management practices exist in most areas, although not all might be
formalized or regularly monitored by governance officials.

Including this bond issuance and net of state school construction aid and offsetting self-supporting water and sewer
bonds, Needham's debt burden is moderate, in cur opinion, at $2,799 per capita, but low at 1% of total market value.
Debt service carrying charges were 7% of 2011 general fund expenditures, and amortization of long-term debt, after
issuance, is aggressive, with officials planning to retire about 75% of principal by 2022 and 100% by 2033,

The town is one of the few communities in the state that fully funds its other postemployment benefit (OPEB)
obligation. Based on a July 1, 2011, unfunded actuarial accrued liability of $52.6 million, the town had a funded ratio of
10.9% ($6.4 million). In 2011, the annual required contribution (ARC) was $3.6 million, or roughly 3% of expenditures,

As of Jan. 1, 2010, for its pensions, the town was 78% funded. In 2010, the town contributed 100% of the ARC, totaling
$4.5 million (roughly 4% of budget).
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Summary: Needham, Massachuseits; General Qbligation; Note

Outlook

The outlook on the long-term rating is stable. We do not expect to revise the town's long-term rating within the
two-year parameter of the outlook because we expect the town to continue to make the necessary adjustments to
produce balanced operations as it has historically demonstrated. In our opinion, Needham's economic fundamentals
should lend themselves to further development and further tax base growth over time, which will underpin future
stability. While we expect additional debt issuance to push debt ratios higher, particularly as the town manages its

long-term capital improvement plan, at the moment, the town's debt plans are not a credit concern due to its existing
debt burden.

Related Criteria And Research

e [JSPF Criteria: GO Debt, Oct. 12, 2006
e State And Local Government Ratings Are Not Directly Constrained By That Of The U.S. Sovereign, Aug. 8, 2011

Complete ratings information is available to subscribers of RatingsDirect on the Global Credit Portal at
www.globalcreditportal.com. All ratings affected by this rating action can be found on Standard & Poor's public Web
site at www.standardandpoors.com. Use the Ratings search box located in the left column.
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Copyright © 2012 by Standard & Poor's Financial Services LLC, All rights reserved,

No content {including rafings, credit-related analyses and data, model, software or other application or cutput therefrom) or any part thereof
{Content) may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in z database or retrieval system,
without the prior written permission of Standard & Poor's Financial Services LLC cr its affiliates {collectively, S&P). The Content shall not be used
for any uniawful or unauthorized purposes. S&P and any third-party providers, as well as their directors, officers, shareholders, employees or agents
{collectively S&P Parties) do not guarantee the accuracy, completeness, timeliness or availability of the Content, S&P Parties are not responsible for
any errors or omissions (negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the securify or
maintenance of any data mput by the user. The Content is provided on an "as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR
[MPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TC, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A
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WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any divect, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without Himitation, lest income or lost profits and opportunity cests or losses caused by
negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not staternents of fact. S&P's opinions, analyses, and rating aclmowledgment decisions (described below} are not recommendations to purchase,
hold, or sell any securities or to make any investment decisions, and do not address the suitability of any security. S&P assurmes no obligation to
update the Centent following publication in any form or format. The Content should not be relied on and is not a substitute for the skill, judgment
and experence of the user, its management, employees, advisors and/or clients when making investment and other business decisions, S&P does
not act as a fiduciary or an investment advisor except where registered as such. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it receives.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any time and in its sole discretion. S&P
Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their respective
activities. As a result, certain business units of S&P may have information that is not available to other S&P business units. S&P has established
policies and procedures to maintain the confidentiality of certain nonpublic information received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from cbligers. S&P
reserves the right o disseminate its opinions and analyses, S&P's public ratings and analyses are made available on its Web sites,
www.standardandpoors.com (free of charge), and www.ratingsdirect.com and www.globalcreditportal.com (subscription), and may be distributed

through other means, including via S&P publications and third-party redistributors. Additicnal infermation about our ratings fees is available at
www.standardandpoors.com/usratingsfees.
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